Difficulty in attracting health care providers, high incidence of accidental injury cases, and an aging population in need of medical care are all characteristics of the rural health care system. The rural hospital has been particularly hard hit in the early 1980s, and since, due to a decreasing demand for inpatient services and increased costcontainment efforts on the part of health care payers.
The rural hospital has been a traditional symbol of a community's identity and pride, as well as a major component of the local economy. The rural hospital is often a major employer in the area. It has been estimated that a typical hospital in a rural Pennsylvania community with a population of 7,700 can directly and indirectly account for one-fourth of all the community's jobs (Erickson, Gavin, and Cordes 1984) . The average short-run community economic loss resulting from a rural hospital closure has been estimated to be between $700,000 and one million dollars in 1978 dollars (Christianson and Faulkner 1981) .
Hospitals provide the infrastructure of the rural health care delivery system, while physicians are the primary providers of care. The symbiotic relationship between the physician and hospital has rein-forced the belief that both are necessary for the provision of quality care. Other system components (including health personnel, medical technology and equipment, transportation systems, and financing mechanisms), as well as local population needs, must be considered when developing a coordinated delivery system (Moscovice and Rosenblatt 1982) . The appropriate role of the rural hospital in providing acute care, ambulatory, or long-term services must be determined for each community.
This article examines the rural health care delivery system and federal, state, and private programs that have affected the way in which care is provided. Although the focus is the rural hospital, other components of the delivery system are discussed so that the hospital may be assessed as a part of the total system. The following questions are addressed: (1) What definition of rural is most useful in analysis of the health delivery system? (2) How has the rural health care system evolved, and what is the current configuration of resources? (3) What characteristics of rural hospitals should be considered when studying the future of these facilities? (4) What diversification or competitive strategies are available to rural hospitals that will allow them to remain viable institutions?
DEFINITION OF RURAL
Unless otherwise noted, rural is defined here as nonmetropolitan counties, that is, those counties not in a Metropolitan Statistical Area (MSA). This dichotomous definition, while not perfect, allows for the use of available data. Small rural hospital refers to a facility with fewer than 50 beds. Until recently, urban/rural definitions concentrated on MSA/non-MSA location. Intrarural differences have become more significant as policymakers, third party payers, and researchers have recognized that rural areas are diverse (Office of Technology Assessment 1989). As suburban communities have expanded into the countryside and many rural towns have grown, the distinctions between rural and urban have become less clear. The problem with any definition of rural is that the &dquo;rural population&dquo; is not a homogeneous group. The stereotype of the rural resident living on a farm no longer holds-only 5 percent of rural residents live in farm areas (Rowland and Lyons 1989) . As Table 1 shows, rural counties differ in their economic structure, and the economic base reflects the demographic and economic status of the population. Farmers face different health needs and problems than do residents of larger rural communities. People living in small mountain (1987a, 3) . * The total adds to more than 100 percent because some counties fall into more than one category. towns face different conditions, especially in terms of access to needed care, than do those residing in counties adjacent to a Metropolitan Statistical Area (MSA). &dquo;Frontier community&dquo; is a new rural category (Hospitals 1987a) . These communities may be isolated by distance alone, or by distance and poor transportation conditions. Frontier areas have fewer than six people per square mile. &dquo;Frontier hospitals&dquo; generally have fewer than 50 beds, and serve an area with fewer than 3,000 people. Sixteen percent of the n~tiori s 2,443 rural counties have been identified as &dquo;frontier,&dquo; accounting for 45 percent of the total land area in the United States (United States Senate-1988b) . While this definitional refinement helps (because these facilities have unique occupancy, staffing, and service problems), it does not assist in generally defining rural areas because most rural areas do not fit the definition of &dquo;frontier.&dquo;
RURAL VERSUS URBAN CHARACTERISTICS
When the first national census was conducted in 1790, 95 percent of the population were considered rural residents (Cordes 1989 ). By 1984, 24 percent of the population lived in rural counties, although the number of Americans living in rural America is at an all-time high (Cordes 1989) .
Although rural and urban distinctions are less clear today than they were in the past, rural areas are distinguishable from their urban counterparts on a number of characteristics that affect the demand for health services. The unemployment rate in rural areas is higher (22 percent higher in 1985 and 1986) (United States Department of Health and Human Services 1987). Rural areas are poorer on average. In 1985, 18.3 percent of the rural population were living below the federal poverty level, compared to 12.7 percent of the urban population (American Hospital Association 1987a). Those living in poor rural areas have lower health status. The number of infants who died before their first birthday was nearly one-third higher in poor rural counties than in urban counties in 1985 (New York Times 1988). Of the 21 million children under the age of 21 who lived in rural areas, over 5 million lived in poverty (McManus and Newacheck 1989) . Rural communities have lower educational levels, have more substandard housing, and contain a disproportionate share of the elderly (Copp 1976 ). In 1986, 14 percent of the rural population were over 65 years old compared with 11 percent in the urban areas (American Hospital Association 1987a). There are higher concentrations of elderly in more rural areas: 14.7 percent of the population in towns of 2,500 to 10,000 and 15.4 percent of those living in villages of 1,000 to 2,500 (United States General Accounting Office 1982).
The preponderance of an elderly population in a rural area results in a higher prevalence of chronic health problems and a concomitant need for health services. For example, nonmetropolitan residents are 15 percent more likely to suffer from hypertension or diabetes and are 32 percent more likely to have arthritis than metropolitan residents (Bernstein, Kolimaga, and Neuschler 1988a). In five of the six chronic disease groupings used by the National Health Interview Survey in 1985, nonmetropolitan residents had a higher prevalence rate than metropolitan residents (Norton and McManus 1989) . The higher proportion of rural elderly also results in a higher crude mortality rate for these areas (Coward and Cutler 1989) . When the health status of the elderly is decomposed into four residential categories (MSA central city, MSA noncentral city, non-MSA nonfarm, and non-MSA farm), there are statistically significant differences in health status on five of six measures of morbidity (Coward and Cutler 1989 ). The elderly living on farms possessed the best health status, while rural, nonfarm elderly residents reported the worst health (Coward and Cutler 1989) .
As recently as 1980 it was reported that more than 26 million of the 66 million rural Americans (39 percent) were medically underserved (Bisbee 1982) . Lack of providers, distance and transportation difficulties, and financial constraints place the rural resident at risk of forgoing needed care. In 1976, 58 percent of farm residents and 51 percent of nonfarm rural residents had to travel between 15 to 30 minutes to regular sources of care. In contrast, the majority of urban residents traveled less than 15 minutes (Aday, Anderson, and Fleming 1980) . Results from national and state-specific studies (eastern Colorado and New York) indicate that rural residents are obtaining a significant amount of their health care away from their local community (Bauer 1986 ), although rural physicians appear to be offering more services and limiting referrals in order to maintain their patient load (Jensen and Hietbrink 1987) . Some studies have shown that rural residents are willing to travel considerable distances to obtain care (Bashshur, Shannon, and Metzner 1971) . Before 1930, hospital construction depended on local funds and initiative (Rosenblatt and Moscovice 1982) . Rural hospitals were typically private institutions, operated by the rural physician (Rosenblatt and Moscovice 1982) . Poorer rural communities were at a great disadvantage. In 1942, there were 3.5 general hospital beds per 1,000 population nationally. Metropolitan counties had 4.7 beds, while nonbordering, rural counties had only 2.1 beds per 1,000 (Roemer 1977) .
RURAL HEALTH CARE PROVIDERS
Rural communities have had difficulty attracting physicians for several reasons: lack of complete medical facilities, professional isolation, limited support services, insufficient continuing medical education, excessive work loads and time demands, few cultural and social opportunities, and spousal influence (Moscovice and Rosenblatt 1982a). The physician shortage in rural areas limits access to professional care and hinders the ability of the rural hospital to remain financially viable. There have been private and public efforts to deal with this shortage in rural areas (Roemer 1976 Although the total number of physicians in direct patient care increased nationally from 119 per 100,000 population in 1950 to 137 in 1970, there were only 41 physicians per 100,000 in the most rural areas (Bisbee 1982) . Indeed, the overall number of general practitioners in rural areas declined by one-half between 1930 and 1970 (Bisbee 1982) . More recently, increasing malpractice costs have caused many obstetricians and family/general practitioners to discontinue the provision of obstetrical services. In 1987, a National Governors' Association survey found that access to maternal and child health services was a problem in rural areas in 35 states, compared to urban/suburban areas, for which only three states reported a problem (Bernstein, Kolimaga, and Neuschler 1988b ). The physician-population ratio decreased by 2 percent for primary care physicians and by 11 percent for family practitioners in non-MSA counties in Minnesota between 1965 and (Dennis 1988 ). This occurred despite an overall increase in the number of physicians in Minnesota. By 1985, rural areas with fewer than 10,000 residents had 4.6 physicians per 10,000, while the U.S. average was 16.5 per 10,000 (Kindig 1989) .
In recent years, the number of physicians residing in smaller cities has increased (50 percent of the 1977 graduating family practice residents entered practice in communities with less than 25,000 population); however, there has not been a similar trend in small towns and rural areas (Moscovice and Rosenblatt 1982c) . By 1985, fewer than 15 percent of physicians were practicing in nonmetropolitan areas-where 23 percent of the population lives (Bernstein, Kolimaga, and Neuschler 1988a) . These differences in the supply of health resources are associated with fewer physician and dental visits and hospital days for rural residents (Roemer 1976) . ' 
Midlevel Practitioners
The shortage of physicians in rural communities has fostered the recruitment of midlevel practitioners (i.e., physician assistants and nurse practitioners) as physician supplements and surrogates. In 1980, more than one-third of the estimated 15,400 nurse practitioners were in communities with fewer than 25,000 residents (American Hospital Association 1987a). In 1984, 40 percent of 5,914 surveyed physician assistants were located in communities with fewer than 50,000 residents; 19 percent were in towns of under 10,000. Research has shown that physician extenders help correct the maldistribution of primary care services (Kane, Dean, and Solomon 1979) , and their patients are satisfied with the care rendered (Sharpe and Banahan 1982) .
ECONOMIC ENABLING FACTORS
In addition to supply, one must consider economic enabling factors (e.g., per capita income, health insurance coverage, and federal and state welfare coverage). A higher percentage of the rural population are uninsured (17 percent rural versus 14 percent urban) (Rowland and Lyons 1989) . Those rural residents who are insured have less comprehensive coverage. Lack of private health insurance is due, in large part, to the absence of large employers and the large number of self-employed people in rural communities. In addition, the farm crisis of the early 1980s forced many small farmers and businessmen to do without insurance coverage (Baldwin 1986 ). Of the estimated 37 million Americans who lack any form of public or private health insurance coverage, 10.6 million are rural residents (American Hospital Association 1987a).
Medicaid, the primary funding source for the poor, differs state by state, and coverage is significantly different between rural and urban areas. Poor children and pregnant women residing in urban states are more likely to obtain Medicaid eligibility than are their counterparts in predominantly rural states. Rural Medicaid participation is limited for a variety of reasons: low income-eligibility thresholds, criteria that restrict participation of two-parent families, and limitations regarding workingpoor families (McManus and Newacheck 1989) . Twenty-five percent of the rural poor receive Medicaid benefits, compared to 43 percent of the urban poor (Rowland and Lyons 1989) .
Public and Private Programs
Since the 1940s, government and private programs have attempted to improve access to health care and the quality of services delivered; to enhance the attractiveness of rural areas in an effort to recruit providers, especially physicians; to provide for the comprehensive needs of the population by coordinating and integrating service delivery with other community services; and to support the use of nonphysician providers and increased community involvement (see Table 2 ). Some of these efforts have targeted hospitals, while others have attempted to improve the total delivery system. Most federal programs have not targeted specifically rural problems, but have pursued broader policy goals that include both urban and rural issues. While some of these programs have had a significant effect on the rural health care system, for the most part they have been narrowly focused (e.g., development of clinics for specific population groups). Many smaller, privately funded programs have attempted to improve the health of an individual community or the functioning of a particular institution. Some of the larger private programs (e.g., the W. K. Kellogg Foundation Affordable Rural Coalition for Health) appear to be sensitive to the multifaceted nature of the delivery system and attempt to affect larger segments of the delivery system. Few programs have been systematically evaluated.
SELECTED RURAL HOSPITAL CHARACTERISTICS
Almost half of all short-term general hospitals are in rural non-MSA areas (48 percent in 1985), although only 29 percent of hospital beds were located in these smaller facilities (Hogan 1988 ). The number of rural hospitals as a percentage of all hospitals remained constant through 1987 (American Hospital Association 1988). These hospitals collectively served an area with 95 million people in 1984 (The Robert Wood Johnson Foundation 1987) . In 1985, 20 percent of all hospital admissions, 17 percent of surgical operations, and 19 percent of all births occurred in rural hospitals (American Hospital Association 1989). There were 220 frontier hospitals in 1986 (Lutz 1987) . Rural hospitals are smaller (less than one-third the size of urban hospitals), more isolated (with fewer neighboring hospitals), less technologically advanced, and less specialized, and they use fewer board-certified specialists (Hogan 1988) . They are predominantly state, county, or local government owned, and are characterized as sources of primary care services, such as emergency, obstetric, and long-term care services, but with fewer services to offer than their urban counterparts (Hogan 1988 ). However, rural hospitals are losing ground within some of these areas. Between 1979 and 1985, births in rural hospitals declined by 16.7 percent while increasing 14.8 percent in urban institutions (Lutz 1987) .
CHANGE DURING THE 1980s
Dramatic changes occurred during the early part of the decade just past, both in rural and in urban hospitals (Hogan 1988) . Between 1981 and , the number of discharges declined in both settings, although at a much greater rate in rural hospitals (17.6 percent versus 5.1 percent). The total number of inpatient days also declined at almost twice the urban rate in rural facilities (27.6 percent versus 15.2 percent). Acute care beds declined 6.3 percent in rural areas and 1.3 percent in urban settings. The number of full-time equivalent (FTE) personnel declined 10.2 percent in rural facilities, while they increased 1.3 percent in urban hospitals.
Rural hospital occupancy rates dropped to 52 percent in 1984, down 18 points from 1980 (Lutz 1987) . However, for the one in three rural hospitals with fewer than 50 beds, the occupancy rate was only 40 percent in 1986 (AHA News 1987) . Frontier hospital occupancy rates fell even further, to 28 percent, in 1985 (Lutz 1987) . Coupled with the general decline in occupancy rates, the rural hospital has seen the disappearance of the private-pay patient and increased dependence on public sources (AHA News 1987). In 1980, 32 percent of rural hospital patients were Medicare beneficiaries; by 1985, this had climbed to 37 percent (Bernstein, Kolimaga, and Neuschler 1988a).
The increased dependence on Medicare was made more significant with the passage of the Social Security Amendments of 1983 (P.L. 98-21). Medicare replaced the retrospective cost-plus reimbursement method with the diagnosis-related group (DRG)-based prospective payment system (PPS), which provides for a per case payment. This approach is also being used by many private payers. The PPS was designed to promote efficient hospital operations. It encouraged the use of outpatient services instead of inpatient care, fewer ancillary services, and reduced lengths of stay.
Because of a belief that urban hospitals faced higher costs for providing services, an urban/rural differential was built into the payment system based on 1981 differences in the costs of admissions (Office of Rural Health Policy 1989b). The differential was intended to avoid a major redistribution of payments from urban to rural hospitals. There was a 12.3 percent differential in standardized payments in 1988 (United States Senate 1988b). Advocates of rural hospitals suggest that lower costs in rural institutions reflect the historical ability of urban facilities to acquire high-technology equipment and specialized personnel. Cromwell et al. (1987) found that 25-50 percent of the cost difference is explained by differences in diagnostic and therapeutic procedures provided, and 33 percent by wage differences, and that 10-15 percent is explained by case-mix differences (Cromwell et al. 1987) .
Rural hospitals (especially small ones) have more difficulty adapting to PPS cost constraints due to fewer resources, size constraints, and problems attracting personnel. In addition, these hospitals have fewer opportunities to subsidize losses on Medicare and Medicaid patients with revenue from other patients, and they are at greater risk because a few or even one outlier case can adversely affect the financial viability of the hospital (United States Senate 1988b).
Although Congress has been cognizant of the special needs of the small rural hospital for a number of years, it was the sudden highly publicized financial plight of these facilities that brought about increased activity in the mid-1980s. The Senate established a bipartisan Senate Rural Health Caucus in 1986 (with membership exceeding half of the Senate), and the House of Representatives formed a House Rural Health Care Coalition in the spring of 1987.
In response to increased sensitivity to the financial needs of rural hospitals, Congress has created a special Medicare payment provision for a community's &dquo;sole community hospital&dquo; (SCH) to protect such institutions from undue financial risk and the population they serve from disruptions in access to care. This status is conferred on approximately 360 isolated hospitals (Prospective Payment Commission 1988). Some rural hospitals that would qualify for SCH status do not apply to be so designated, and approximately 35 hospitals have given up their SCH status since the beginning of PPS. These hospitals choose the financial advantages of the 100 percent national PPS reimbursement rate over the financial protection afforded by the SCH status.
In addition, payment exceptions and adjustments are made for &dquo;rural referral centers.&dquo; These hospitals must have more than 275 beds and must meet other size and utilization criteria as prescribed in federal regulations. There are currently about 220 designated rural referral centers (Prospective Payment Assessment Commission 1988). The Prospective Payment Assessment Commission (ProPAC), which advises Congress on Medicare financing issues, is studying a number of alternative proposals to aid rural hospitals facing financial hardships (e.g., to take some rural hospitals out of Medicare's PPS and to pay them using a different formula, or to establish a &dquo;hardship fund&dquo; for certain rural hospitals) (Tokarski 1988 ).
RURAL HOSPITAL COSTS
Since the cost picture for rural hospitals is not simple, the effect of alternative reimbursement approaches on rural hospitals is unclear. Shortell studied the performance of multihospital systems and found that system rural hospitals experienced lower costs than freestanding rural hospitals in 1985, although they charged higher prices (Shortell 1988). The costs per adjusted admission for rural hospitals in investorowned systems were somewhat higher than for rural nonprofits. Researchers also found that costs for sole-provider rural hospitals are higher than hospital costs in areas where other hospitals exist. Patient case mix and service intensity, rather than hospital size, appear to be the primary determinants of hospital costs (Moscovice and Rosenblatt 1982a ). However, more recent research has indicated that DRG case-mix differences are less important in explaining urban-rural cost differentials than either wage differences or differences in procedure intensity (Cromwell et al. 1987 ).
According to the AHA Annual Survey statistics, more than 50 percent of small rural hospitals (under 50 beds) incurred deficits of over 3 percent in 1984. In contrast, only 25 percent of all urban hospitals and 25 percent of larger rural hospitals (more than 100 beds) had similar deficits. Only 17 percent of all rural hospitals with fewer than 50 beds had profits greater than 3 percent, compared with 32 percent of all urban hospitals and 30 percent of larger rural hospitals. Medicare's PPS has been shown to be associated with lower profitability for the rural hospital (Hogan 1988 ). In 1986, seven out of ten rural hospitals had negative net patient operating margins (American Hospital Association 1989). Patient margins were approximately half as high in rural hospitals as in urban facilities during the first and second years of PPS, but were dramatically lower (0.9 percent versus 7.9 percent) in the third year (Prospective Payment Assessment Commission 1988). Sole community hospitals and rural hospitals with fewer than 50 beds fared worse than the average rural hospital.
Charity and Uncompensated Care A significant factor in the financial status of rural hospitals may be their provision of charity and uncompensated care. One study found that the level of outpatient charity care and inpatient uncompensated care increased more for rural system hospitals between 1983 and 1985 than for other hospitals (Shortell 1988 ). The percentage of inpatient uncompensated care provided by rural system hospitals was 5.5 percent compared with 3.5 percent for nonrural hospitals. Another study of Wisconsin rural hospitals with fewer than 100 beds found that they provided uncompensated care at a rate 27 percent greater than the weighted average for all community hositals (Shortell 1988). The 
Specter of Closure
Many rural hospitals struggling to avoid closure have outdated physical plant and equipment, inadequate supply and mix of health professionals, unsophisticated management, actual or perceived poorquality care, higher rates of Medicare admissions, and competition for patients from other providers. An empirical study of factors associated with rural hospital closure between 1970 and 1980 found for-profit ownership and competition (beds per 1,000 population within the county) to be most significant (Mayer et al. 1987 ). According to a report by the Healthcare Financial Management Association, rural hospitals with fewer than 100 beds in 1987 had a negative operating margin, the lowest return on equity, and the highest age of plant of all categories of hospitals reporting (Hospitals 1988b).
Rural hospitals have experienced increasing difficulty in obtaining needed capital (for replacement, renovation, and modernization) due to negative operating margins and overall poor financial performance. The largest single source of long-term capital for voluntary nonprofit hospitals is tax-exempt bonds (Wood 1986). Since 1970, every state has passed legislation permitting local, county, or statewide authorities to issue tax-exempt bonds for private, nonprofit health care institutions (Shields 1983 ). The use of tax-exempt bonds varies by state. Tax Reform Act placed some restrictions on the use of tax-exempt financing, although this is still a viable funding source (Maram and LaMothe 1988) .
Several studies have identified financial instability as a major cause of hospital closure. (Rosenstein 1986; Mullner et al. 1989) . A recently completed study of rural hospital closure between 1980 and 1987 found that, in addition to the hospital's fiscal standing, its competitive strength and ability to adapt to the changing enviornment are key determinants of closure (Mullner et al. 1989 ). Data for the period 1980 through 1986 (American Hospital Association National Hospital Panel survey data) portray the small hospital to be in a precarious financial situation. Studies show that metropolitan hospitals closed at a higher rate than rural facilities in the 1970s (Mullner, Byre, and Kubal 1980, 1983) . However, another study found that a greater percentage of nonmetropolitan institutions were financially distressed in the mid-1970s (23 percent of MSA versus 36 percent of non-MSA) (Kelly and O'Brien 1983) . Greater community support and less competition may have aided in the lower closure rate among rural hospitals.
A 1988 Touche Ross survey of 1,419 hospital executives found that smaller rural hospitals saw themselves as most vulnerable to closure (57 percent) (Southwick 1988) . Between 1983 and 1987, rural hospitals in the size category of 25-49 beds were most likley to close (American Hospital Association 1989). Over 700 rural hospitals have closed during the past 15 years (Bernstein, Kolimaga, and Neuschler 1988a) . It has been widely reported that as many as 600 rural hospitals may close in the next few years (United States Senate 1988b). In 1986, more rural than urban hospitals closed, for the first time in six years (Lutz 1987) . In 1987, half of the 79 community hospitals that closed nationally were in rural communities (Brice 1988 ). However, the loss of a small, financially weak hospital has not historically left a community without health care. Of the 85 rural communities that experienced a community hospital closure between 1980 and 1985, only 6 were left without any hospital (Prospective Payment Assessment Commission 1986).
With the formulation of the National Health Planning Guidelines in the early 1970s, it was assumed that closure of small hospitals would be a cost-effective method of reducing excess capacity. A recent study found that system savings attributable to the partial or total closure of small rural hospitals in Michigan was small, because many patients then went to more expensive, larger hospitals (Pauly and Wilson 1986) . However, there are also quality considerations (i.e., quality may be higher in larger institutions, but there may also be increased waiting and travel time). Two states (California and Michigan) had bills pending in 1988 to require public hearings concerning the consequences of rural hospital closures (Intergovernmental Health Policy Project 1988). Passage of these bills would allow the states to assist individual hospitals.
QUALITY OF CARE
There is a dearth of research on the quality of care provided in rural hospitals. One study examined structural, process, and outcome indicators, including percentage of board-certified physicians, hospital accreditation status, number of accreditation contingencies, and severity-adjusted Medicare inpatient mortality rates for 16 selected conditions over the period (Shortell 1988 . No significant differences were found between rural and urban hospitals in the percentage of board-certified physicians. A statistically significant lower percentage of rural hospitals were fully accredited, and a slightly higher percentage of rural hospitals were accredited contingent upon correcting deficiencies. Rural hospitals had a significantly lower unadjusted discharge death rate and a significantly lower unadjusted 30-day postadmission death rate. These facilities also had a significantly lower HCFA case-mix index than urban hospitals (i.e., they served a less severely ill patient population). When the actual to predicted death rates were computed, the rural hospital ratio was lower (i.e., better) than the nonrural ratio. This was also found for the actual to predicted 30-day postadmission death rate ratio. One must, however, consider these findings in light of the fact that the researchers were unable to make refined adjustments for differences in severity of the patient's primary condition.
The Department of Health and Human Services Office of the Inspector General (OIG) found that small rural hospitals had poor quality (e.g., complications following surgery and the provision of preoperative and/or postoperative care by the surgeon) in 26.6 percent of itinerant-surgery cases, compared with a 3.3 percent rate for all surgery at small rural hospitals (United States Dept. of Health and Human Services 1989). Itinerant surgery refers to a situation in which a surgeon travels to perform surgery in rural communities that are too small to support a full-time surgeon. The OIG study found that 28 percent of small rural hospitals used itinerant surgeons. The study findings were based, however, on a very small sample size of hospitals and surgical cases.
Studies have documented that larger hospitals with more sophisticated equipment and larger caseloads have lower mortality rates (Kelly and Hellinger 1986) . However, patients receiving care for low-risk medical problems may receive adequate care in the smaller, rural hospital.
There is need for a study of patient outcomes in rural versus urban hospitals, controlling for case mix.
STRATEGIES FOR RURAL HOSPITAL SURVIVAL
All hospitals are attempting to cope with the increasing competitive and cost-conscious nature of their industry. Hospital responses include diversification strategies. Some rural hospitals have also attempted to stabilize their financial situation by divestment/downsizing, improving recruitment of staff, increasing marketing, improving efficiency, establishing shared service arrangements, and either joining multihospital systems or forming linkages with larger urban institutions.
DIVERSIFICATION
Diversification allows the rural hospital to adapt the services offered to the community's needs, thus increasing access to health services while providing a broader, more stable financial base for the institution. A 1987 survey of rural and urban hospitals found that 17 of 18 common diversification strategies proved to be successful (with services showing a profit or breaking even) for a majority of respondents (Hospitals 1988a). Hospitals may diversify into such areas as nursing homes and elderly congregate housing, home health care, birthing centers, or psychiatric and drug abuse facilities. Any offered services, of course, carry with them cost, quality, and access implications for the hospital and community, and further research is needed to assess the potential effects of various diversification strategies on the hospital's environs. As Table 3 shows, rural hospital diversification activities have increased dramatically. This growth is in contrast to the slight decline in the number of rural hospitals, from . 2, 792 in 1982 to 2,705 in 1985 (American Hospital Association 1986). A new federal grant program, the &dquo;Medicare Rural Health Services Transition Act of 1987,&dquo; provides funding to assist small, rural hospitals in the planning and implementation of projects to modify the type and extent of services offered (Health Care Financing Administration 1988).
Rural hospitals do not offer as many services as larger, nonrural facilities, although it is unclear what the optimal mix of services is (Shortell 1988) . That is, should we be comparing services offered by rural hospitals to those of urban hospitals or, instead, to an empirically based estimate of the needs of the population? Shortell, in a study of eight multihosDital svstems. obtained 1986 data on 152 rural hospitals (Shor- tell 1988). He found that, compared with urban hospitals, rural facilities provided fewer inpatient services (16.9 versus 21.5), fewer technologically intensive services (1.9 versus 4.1), and fewer out-of-hospital services (8.7 versus 10.1). Only seven services were offered more often by rural hospitals (birthing centers, geriatric assessments/counseling/case management, geriatric day care, outpatient cardiovascular and pulmonary diagnostic services, in-house physical therapy, on-hospital-campus extended care units, and freestanding skilled nursing facilities or intermediate care facilities). These are predominatly services for the elderly. For only two services (CT scanners and outpatient mammography) did more than 10 percent of the rural hospital respondents indicate that they planned to offer a new service in the near future.
The Emergence of Rural Hospital Outpatient Care
Outpatient care now plays a dominant role in the rural hospital setting. Nonsurgical outpatient visits increased nearly 8 percent in 1986 (Hospitals 1987b). A 1986 AHA survey of nonmetropolitan hospitals showed that 73 percent planned to expand their ambulatory care services (American Hospital Association 1987b). In addition to those services shown in Table 3 , ambulatory services include surgery, hospice care, emergicenters, primary care units (urgicenters), diagnostic imaging centers, independent clinical laboratories, end-stage renal disease services, durable medical equipment suppliers, and outpatient rehabilitation facilities (Neal, Mercer, and Valentine 1986 ). The increase in outpatient services has been accompanied by a reduced emphasis on inpatient care. Outpatient charges, as a percentage of all charges, increased 40.6 percent in rural hospitals and 21.4 percent in urban institutions between 1981 and 1985 (Hogan 1988) . Between 1983 and 1985, outpatient revenues rose from 14 percent to 18 percent of gross patient revenues (Hospitals 1987b).
A major contributor to this shift toward outpatient care is the increased use of outpatient surgery. Advances in surgical and anesthesia techniques have led to a dramatic growth in ambulatory surgery. As a percentage of all surgery, outpatient surgery increased 223 percent in rural facilities and 184 percent in urban facilities between 1981 and 1985 (Hogan 1988 ). Much of this trend can be traced to the substitution of outpatient for inpatient care. Patients prefer the ambulatory setting because it is less disruptive, more convenient, and less anxiety provoking. Surgeons seem to like ambulatory surgery because it affords a greater degree of certainty in scheduling patients. Third party payers believe this delivery approach to be cost effective (Ermann 1988 ). More than 77 percent of institutions with 400 beds or more have reported a profit on their outpatient surgery satellites, while only 40 percent of hospitals with fewer than 200 beds have reported these units to be profitable (Hospitals 1988a).
Nationally, hospital-based ambulatory surgery accounts for about 75 percent of all non-inpatient surgery (Ermann 1988) . It is likely that hospital-based units are even more dominant in rural areas because of the smaller patient population and fewer surgeons. In 1986, 42 percent of surgical operations performed at rural hospitals were outpatient procedures, up from 16 percent in 1981. For urban hospitals, comparable figures were 41.5 percent and 19.5 percent (United States Senate 1988b). Nearly 84 percent of rural community hospitals currently offer ambulatory surgical services (American Hospital Association 1987a).
We turn now to a brief review of further hospital diversification efforts in an attempt to help define the future role of the rural hospital.
Home Health Care
Defined as medical care provided in the patient's home, home health care may include such services as cleaning wounds, giving injections, and inserting catheters. Provision of home health care services is reportedly beneficial both in terms of keeping patients out of institutions (e.g., nursing homes and hospitals) and providing support services to patients discharged from hospitals. Rural communities have encountered difficulty in developing home health services due to the great distances between beneficiaries and between beneficiaries and providers' offices, and problems in the recruitment and retention of qualified staff.
It is estimated that half of all home health agencies (approximately 12,000) are Medicare certified (United States Senate 1988a). At the beginning of 1988 there were 3,390 urban and 2,397 rural certified home health agencies (HHAs) (Hoyer 1988) . Urban agencies on average serve twice as many elderly as do rural agencies (6,100 versus 3,300), with approximately the same number of full-time equivalent employees per 100 aged population (2.6 versus 2.9). Rural agencies are more expensive. An analysis of FY 1984 Medicare Cost Reports indicates that, after controlling for differences in compensation levels, smaller size and increased travel times caused rural nursing visits to be about 10 percent more expensive than urban agencies (Hoyer 1988) .
Rural and urban HHAs differ in sponsorship, with a higher percentage of rural agencies being hospital and government owned, and proprietary agencies dominating urban areas (see Table 4 ). Between March 1986 and February 1988, hospital-sponsored agencies increased in both areas (10.3 percent in urban areas and 12.8 percent in rural), while all other categories declined. This resulted in urban hospitalbased HHAs controlling 20 percent of the market, while rural hospitalbased HHAs had 32 percent of the market. Nine percent of rural hospitals offered home health care in 1981, increasing to 33 percent by 1986 (Hogan 1988) .
A study of a hospital-based home care program for patients with multiple, chronic illnesses in urban and rural areas found that, except for the number of medications and supplies prescribed, the patient populations did not differ along a number of demographic and diagnostic characteristics (Rodell and Jameson 1981) . The researchers concluded that the hospital-based home health agencies could function in rural areas. In 1982, the U.S. General Accounting Office (GAO) reviewed studies of home health care. The GAO concluded that home health care services did not reduce the use of nursing homes or hospitals for the elderly (Buada, Pomeranz, and Rosenberg 1986a) . Results were inconclusive regarding the effect of home health care on costs and quality of life, The report did not address specifically the rural population. Blue Cross and Blue Shield of Maryland reported that home health care saved $16 million over the cost of care in hospital settings during [1984] [1985] [1986] (Health Daily 1988).
Long-Term Care
In 1985, 447 rural hospitals had skilled nursing units and 216 had other long-term care units, up from 403 skilled units and 185 other units in 1982 (American Hospital Association 1987a). The &dquo;swing bed&dquo; program, authorized under Medicare legislation contained in P.L. 96-499, the Omnibus Budget Reconciliation Act of 1980, allows for selected small rural hospitals to be reimbursed by Medicare for skilled nursing facilitytype care provided in a &dquo;swing bed.&dquo; These beds may be used for either acute care or intermediate or skilled nursing care. As of July 1986, 899 hospitals were certified for swing bed care. About two-thirds of swing bed admissions were from the acute care portion of the hospital (Shaughnessy, Schlenker, and Silverman 1988) . For the most part, swing beds serve as holding beds until the patient is able to return home or a nursing home bed becomes available. Research in the late 1970s suggested that swing beds were filling a community's unmet need while providing increased revenues and more efficient use of staff resources (Shaughnessy 1988 ). An examination of swing bed costs showed that hospital revenues exceeded expenses, calculated as incremental costs for ancillary and routine care (Shaughnessy 1988 ). Eighty Iowa hospitals generated an average of $100,000 from June 1984 to June 1985 from swing beds (Hospitals 1986a) . This revenue is significant to smaller, rural hospitals. Swing bed patients were found to be more dependent in physical and cognitive functioning than home care patients, but less so than those in nursing homes (Shaughnessy and Schlenker 1986) .
Excess acute hospital bed capacity, together with the need for nursing home care, has fostered the development of hospital-based skilled nursing care (SNF). If the hospital decertifies acute care beds and recertifies them as skilled nursing beds, these beds may be reimbursed by Medicare on a cost basis. Thus, the hospital may increase its revenues for previously unused capacity. The patient may obtain care when there is a shortage of independent nursing home beds, and the payers (e.g., Medicare and private insurers) may pay less due to the substitution of lower-cost skilled nursing care for higher-cost acute care.
Hospice Care
Hospices provide interdisciplinary team support (physicians, nurses, social workers, and counselors) to terminally ill patients in the home or institution. The first American hospice was established in Connecticut in 1974 (Sheehan and Rausch 1984) . Estimates of the number of hospices ranged from 1,239 to 1,700 in 1985 (Health Care Financing Administration 1987). This growth has been spurred by a change in the way patients, families, and health care providers view death and dying, as well as by perceptions about the cost effectiveness of this mode of caring for the terminally ill. Hospice care is produced with fewer inpatient hospital days and a lower intensity of care (fewer ancillary services) (Health Care Financing Administration 1987). Previous research, including the National Hospice Study funded by the Health Care Financing Administration, has shown a great range in the cost savings attributable to hospices (Health Care Financing Administration 1987). Estimated savings are largest during the last two months of life, and are higher for non-bedded hospices than for bedded hospices. In 1982, with the passage of the Hospice Benefit in P.L. 97-248, Section 122 of the Tax Equity and Fiscal Responsibility Act, Medicare began to cover hospice care. By the end of 1985, 233 hospices were Medicare certified (Health Care Financing Administration 1987). Freestanding and home health agencysponsored hospices appear to be more cost effective than hospital-sponsored hospices (Health Care Financing Administration 1987). The cost impact, however, ranges from savings to increased costs. The results are also mixed concerning the effects of hospice care on quality of life (Health Care Financing Administration 1987).
Certified hospices tend to locate in urban areas, with the availability of hospice care associated with higher population density and average county income. Most hospices serve elderly patients, with the average Medicare patient being 74 years of age (Health Care Financing Administration 1987). Over 90 percent of hospice patients are diagnosed with cancer. As with other alternative delivery forms, rural hospices suffer from a lack of staff, lack of funding, and staff isolation (Hickey 1986 ). In spite of these hindrances, the number of rural hospital-sponsored hospices has increased. In 1981, 4 percent of rural hospitals offered hospice care, rising to 11 percent in 1986 (Hogan 1988 ). Urgent Care Centers I Freestanding urgent care centers provide episodic care for minor emergency problems, usually on an extended-hour walk-in basis. They may be independent or hospital-sponsored. These predominantly urban competitors of private physicians and hospital emergency rooms first appeared in 1973, and numbered about 2,300 by 1985 (Buada, Pomeranz, and Rosenberg 1986b) . They depend on a mobile population and heavy foot traffic (often locating in shopping malls). Urgent care centers promote competition and, when hospital-sponsored, may foster animosity by the medical staff. This may be particularly damaging in rural areas where the financial viability of the hospital and physician are intertwined. There is no evidence that these provider settings have proliferated in rural areas. Rural hospitals that sponsor urgent care centers appear to do so in an effort to compete with urban providers and solidify their market share. However, rural demographic and geographic characteristics (e.g., a poorer population geographically dispersed), together with management concerns such as difficulty in attracting and retaining staff, make these facilities difficult to operate.
Satellite and Specialty Clinics
Satellite and specialty clinics represent a favorable opportunity for rural hospitals to expand and diversify with minimal start-up costs. These clinics may be organized as outpatient primary care practices in three configurations: as hospital based, physician-sponsored (e.g., the Marshfield Clinic in Wisconsin); as hospital based, hospital-sponsored (e.g., the Indian Health Service clinics in the Southwest and Alaska); and as primary care satellite facilities sponsored by the hospital (e.g., the satellite facilities sponsored by Rural Health Associates of Maine) (Moscovice and Rosenblatt 1985) . These facilities offer the sponsoring hospital a number of benefits: they serve as feeder sites for the hospital; they produce inpatient referrals from outlying communities; they help in developing a model for capitated contracts; and they help the hospital in its public relations efforts (Buada, Pomeranz, and Rosenberg 1986b) . These facilities have been touted as expanding access to care in a less costly outpatient setting. There are, however, some possible problems associated with these clinics, including difficulty recruiting staff, local physician opposition, and financial drain on the hospital especially during the start-up phase. A study of 14 rural health clinics in Maine in 1980 found that health clinic services did not appear to substitute for inpatient care (Deprez, Pennell, and Spindler 1984) .
HMOs and PPOs
Although not as prevalent in rural areas as in urban centers, health maintenance organizations (HMOs) and preferred provider organizations (PPOs) are expanding in nonmetropolitan areas. In 1985, almost 10 percent of rural hospitals served HMO patients and 8 percent served PPO beneficiaries (American Hospital Association 1987a). While this does not indicate a massive movement toward managed care, it does provide an indication that rural areas are witnessing growth in these systems. This growth may help attract physicians wishing to be associated with an organized delivery system. states; by 1984, 118 HMOs were serving 408 rural counties (Christianson et al. 1986 ). More populous rural counties are better served by HMOs than are less populated ones. HMOs served 1.7 percent of the rural population in June 1984, compared with 9.7 percent of the total U.S. population (Christianson et al. 1986 ).
FURTHER STRATEGIES
Some rural hospitals have attempted to cope with falling occupancy rates by downsizing. Between 1983 and 1985, the number of fulltime equivalent (FTE) employees in rural community hospitals dropped by 7.7 percent; the number of beds removed from service totaled 7,456 (a 3.2 percent decline). In 1986, FTE reductions slowed to less than 1 percent, while staffed beds were cut by more than 2 percent (American Hospital Association 1987a). In addition, some hospitals eliminated specific services or limited service hours.
Increasing competition has forced rural hospitals to increase their marketing efforts. A 1986 AHA survey of 500 small, rural hospitals revealed that 27 percent of responding institutions increased their marketing budgets 5 percent or more from 1985 to 1986, 26 percent increased 1-2 percent, 23 percent reported no change, and only 4 percent reported a decrease (Hospitals 1986b). The preferred media for advertising were newspapers (86.9 percent), radio (71.3 percent), direct mail (62.5 percent), billboards (25.9 percent), and television (25.9 percent). Rural hospitals appear to use advertising to make the public aware of specific services (such as emergency and wellness programs), as well as to promote the total image of the hospital. Hospitals reported that advertising had increased inpatient admissions, outpatient admissions, and hospital revenue.
Changing Ownership Status
Many hospitals are restructuring by altering their ownership status-merging with other institutions, affiliating with multihospital systems, and creating alliances or consortia. According to the AHA, onequarter of rural community hospitals were owned, leased, or contractmanaged by a system in 1982; this increased to more than one-third by 1985 (American Hospital Association 1987a). Almost one-quarter of small rural hospitals were affiliated with multihospital systems (Lewis and Parent 1986) . Recent research has demonstrated that systems tend to acquire hospitals in favorable economic environments (Morrisey and Alexander 1987) . The researchers conclude that with the reduced number of attractive hospitals, &dquo;systems are not and will not become the saviors of public general, rural, or other community hospitals&dquo; (p. 78).
Prior to the 1980s, the majority of rural affiliations were nonprofit ownership/sponsorship arrangements (Lewis and Parent 1986) . Beginning in this decade, management contracts with forprofit systems have dominated. Public hospitals are most likely to establish linkages with systems as local governments face financial strain (Hospitals 1987b) .
In some parts of the country, state laws have been enacted to facilitate the consolidation or diversification efforts of rural hospitals. In 1983, North Carolina passed a law authorizing counties to purchase or build hospital branches in other counties (Intergovernmental Health Policy Project 1988) . This allows for the creation of multihospital systems and diversification of hospitals into new service areas. Since 1983, New Mexico, Michigan, and Kansas have enacted laws permitting separate local jurisdictions to combine their efforts in creating and supporting a single hospital service district and a hospital to serve those areas. Some perceived advantages of multihospital arrangements include: access to capital; the addition of urban specialty physicians to the staff of the rural hospital on a rotating basis; a referral source for rural patients; consolidation of ancillary services; a transference of perceived high quality associated with an urban facility to the rural hospital ; and economies of scale (Lewis and Parent 1986 ). The small hospital also benefits from volume purchasing and the sharing of high-technology equipment. Between 1982 and 1985, the number of rural hospitals that had direct access to CT scanners doubled and those with access to ultrasound increased by one-third (Lewis and Parent 1986) . These arrangements also have included magnetic resonance imaging and lithotripters, physician recruitment and placement, and subspecialty clinics. A major drawback is a perceived loss of autonomy, and there is a lack of empirical evidence that system affiliation improves a rural hospital's economic performance. Berry et al. compared rural hospitals that were independently owned and operated, independently owned but operated by larger system, and those both owned and operated by a system. The study found no differences in performance measures among the three groups of hospitals (Berry, Tucker, and Seavey 1987) .
DISCUSSION
A brief review of the history of rural health care emphasizes the fact that we are not faced with a new dilemma, but with one that has confronted policymakers for decades. As can be seen from current statistics and trends, the rural health care system is still faced with severe access and quality concerns that will undoubtably get worse. The rural hospital must deal with problems arising from within the health care delivery system (such as difficulty attracting and retaining physicians), as well as with those from outside the delivery system (including high unemployment rates and a deteriorating economy).
The effects of rural hospital closure on the local community is uncertain and requires further examination. Rural communities are not all alike, and this diversity is a critical factor to consider in conducting research or restructuring health care delivery systems. Solutions that may prove successful in rural counties contiguous to urban centers may not be appropriate to frontier communites; those advocated for communities with multiple providers may be unsuitable for sole community provider settings. Delivery systems should have flexibility in order to meet local needs and resources.
Many definitions of rural areas have been used by health care analysts and policymakers, although all have been found lacking. Currently, most data are collected on a metropolitan/nonmetropolitan basis, which does not allow for analyses of differences among rural areas. Using patient origin data from Nebraska to define the hospital's geographic market, Morrisey et al. concluded that rural hospital markets are large (i.e., encompassing six counties on average) (Morrisey, Sloan, and Valvona 1989) . Problems facing rural populations arise from time, distance, geographic, and demographic factors. The incorporation of these factors into a definition that allows one to distinguish among nonmetropolitan areas (by redefining the unit of analysis as the subcounty or multicounty) is an important step in conducting health services research on rural areas. This would facilitate the identification of intrarural health status differences and assist in the development of health delivery systems suited to the needs of each community. From a policy perspective, an unambiguous definition would allow for accurate targeting of specific groups or communities for federal and state programs.
Numerous governmental and private programs have been implemented in order to increase the supply of resources (health care facilities, physicians, and other personnel), and to improve the consumer's ability to obtain needed services. What have we learned from past programs that will assist us in the future? It is evident that innovative programs must be established to deal with factors of both supply and demand in rural health care. Simply locating a facility within a rural community will not guarantee that it will become a viable institution. Supply of health manpower and financing mechanisms must be integrated into any approach. Linkages must be established among hospital, freestanding ambulatory care, and long-term care facilities. Although competition has become increasingly important in urban health care delivery, cooperation remains the key to success in rural areas. Special attention should be paid to subpopulations at risk, such as the elderly, chronically ill, poor or uninsured, and those less able to travel great distances to obtain care.
Empirically based standards are required so that we can accurately determine the health care needs of the rural population. Coordinated with local interests (providers, consumers, government, employers, and third party payers), this determination would allow for the development of a delivery system that meets the needs of the residents in the most economical manner. This may involve the elimination or modification of an inpatient facility, the provision of new services, or the establishment of a transportation system to transport patients to more distant hospitals.
While the acute care hospital has traditionally been the focal point of the rural delivery system, that role has changed in many communities. The rural hospital must shape its services to meet the needs of its population while considering the pressures from financing programs (e.g., Medicare, Medicaid, and private insurers), from increasing competition by neighboring rural and urban providers, from the changing wants of the consumer and practitioner, and from the external economic environment in which it operates. A number of alternatives are available to rural hospitals.
First, a rural hospital may diversify by offering new services (e.g., home health care) or providing services in alternative settings (e.g., ambulatory surgery). It is evident that this has already begun, with a greater proportion of rural hospital revenues derived from nontraditional and ambulatory services than in the past. The selection of services and settings should be based on the population being served, the institution's strengths (e.g., staffing) and weaknesses (e.g., lack of technologically sophisticated equipment), and alternative sources of care. Some of these services may provide the institution with increased revenues, while others offer benefits including referrals to inpatient and ancillary services.
Second, a rural hospital may affiliate with other institutions. It may become a member of a multihospital system or a less formal consortium (e.g., for the purpose of group purchasing). Rural hospitals are increasingly establishing linkages with urban facilities in order to control referrals, increase the availability of practitioners, and augment their quality image. Hospitals may also contract for management services by an outside entity.
Third, the rural hospital may change its mission from provider of acute care services to provider of preventive, restorative, rehabilitative, or elder care services. The institution may become an emergency care center, long-term facility, or retirement home for the elderly. This restructuring will undoubtably meet with local resistance, and may require licensing and certification by the state as well as approval by the reimbursement programs. The impact of such a move may be dramatic in terms of affecting the economic base of the community with, for example, employment dislocations, tax base modifications, and changes in the goods and services purchased by a major business. A reconfiguring of the hospital may result in better and more efficient provision of care, but the economic and health effects must be evaluated carefully to assure that all direct and indirect costs and quality implications are calculated. For example, some income lost to the community as a result of the discontinuance of the hospital acute care function may be offset by the addition of a new service.
Finally, it may be in the public interest to close some marginal rural hospitals. This decision should be made based on such factors as alternative sources of care (e.g., transportation arrangements to neighboring hospitals and ambulatory care facilities), cost impact (i.e., whether or not the hospital is financially viable), and level of quality of care provided in the hospital. Once again, the cost and quality significance of substituting alternative providers for hospital care must be evaluated.
One innovative program, taking place in Montana, is the creation of a new category of low-intensity, short-stay facilities called medical assistance facilities (MAF) (Lutz 1988) . These facilities treat patients in need of a short hospital stay (i.e., maximum stay of four days). The MAF must be located in an area with fewer than six people per square mile and must be at least 35 miles from another hospital. In order to deal with the lack of physicians in rural areas, physician assistants and nurse practitioners may admit patients to MAFs. State officials hope that the more lenient licensing requirements and short stay for MAFs will allow these facilities to survive, providing needed care. Arkansas has attempted to deal with the rural hospital problem by allowing rural hospitals to discontinue inpatient services while providing emergency services (Intergovernmental Health Policy Project 1988 A number of federal agencies, most notably the National Center for Health Services Research and Health Care Technology Assessment (NCHSR), have been involved in rural health care delivery system research for two decades. In the early 1970s, NCHSR funded studies relevant to rural health care, including analyses of health manpower programs, telecommunications, transportation services, and emergency medical services (Barrett 1975) .
In an effort to provide needed information to House and Senate members and their staffs, Congress enacted P.L. 99-500 in 1986. This mandated the NCHSR to review existing rural health care research, identify gaps in the knowledge base, and develop a rural health services research agenda for use by various funding agencies and the research community. As a result of a national conference and a series of background papers reviewing various aspects of the rural delivery system, a research agenda was formulated and published in 1989 (Health Services Research 1989).
NCHSR is currently supporting research that examines the effect of changes in payment systems and local economic conditions on rural hospital management and its subsequent impact on hospital performance (&dquo;Rural Hospital Management Strategies and Viability,&dquo; Grant Number HS05998); analyzes variations in hospital use by users of rural community health centers (&dquo;Health Services Impact of Community Health Centers Use in Rural Maine,&dquo; Grant Number HS05756); and examines the relationship between the economic conditions of Nebraska's counties and the incidence of medical indigence, and assesses the health problems resulting from delay of care (&dquo;A Study of Access to Medical Care Among the Indigent in Nebraska,&dquo; Grant Number HS05670). Much still remains to be learned in the organization, financing, and delivery of health services to the rural population. Congress, with the passage of P.L. 99-500, emphasized the need to conduct studies on (1) the future of the rural hospital, (2) long-term health care for the rural elderly, (3) hospital care for the rural poor and uninsured, and (4) alternative delivery systems and managed health care in rural areas.
The list of health services research questions yet to be addressed is lengthy. Several of these issues are outlined in the NCHSR and Health Care Financing Administration-supported conference report (Patton 1989) , and in a NCHSR program note (National Center for Health Services Research and Health Care Technology Assessment 1988). We list examples of hospital-related issues requiring further study:
1. What is the most accurate measure of rural community health care needs?
2. What factors should be used to determine the most appropriate mix of services for rural hospitals? 3. How important is medical practice variation in explaining differences in health care use among rural areas, or between rural and urban areas? 4. How can reimbursement methodologies be refined to better reflect rural needs? 5. Why do some rural hospitals survive when others do not? 6. What hospital or population characteristics help distinguish financially viable and nonviable facilities? 7. What is the effect of hospital closure on the local population in terms of cost, quality, and access to services? 8. What are the strengths and weaknesses of the various approaches used by facilities in trouble (e.g., diversification, system affiliation, or change in mission)? 9. What is the cost impact of delivery system changes on the community and the payers of care? 10. How can these changes be most easily achieved? 11. What is the appropriate role for outside entities (e.g., federal, state, and local governments) in solving the rural dilemma? 12. What differences are there between urban and rural hospitals in terms of their costs and revenues? 13. Are there differences in the quality of care between rural and urban hospitals, or among rural hospitals, and why do these differences exist?
14. Are rural hospitals facing financial or other difficulties as a result of difficulties in obtaining or paying for malpractice insurance?
